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Innovaatiota ja innovaatiotoimintaa korostetaan yrityksissä suurissa määrin. 
Yritykset pyrkivät olemaan parempia ja ainutlaatuisia omalla alallaan ja 
innovaation kautta ne pystyvät antamaan lisäarvoa yritykselleen. Moni näistä 
yrityksistä kutsuu itseään innovatiiviseksi yritykseksi, vaikka eivät välttämättä 
tiedä, mikä innovatiivisen yrityksen oikea määritelmä on.  
 
Tämän opinnäytetyön tavoitteena on määritellä innovaatio ja sen eri näkökulmat. 
Lisäksi yksi päämäärä on saada selville mikä on motivaatio innovaatioon 
yrityksissä. Teoreettinen pohja selvittää innovatiivisen yrityksen tunnuspiirteet ja 
erilaiset innovaatioon liittyvät toiminnat. Näkymiä innovaation tilasta EU:ssa 
esitellään myös.   
 
Tämän opinnäytetyön tutkimus tehtiin mixed methods-tutkimusmetodia käyttäen. 
Kaksi yritystä valittiin tutkimukseen ja lisäksi kysely lähetettiin kahdelletoista 
satunnaiselle innovatiiviselle yritykselle, joista saatiin yksi vastaus. Kysely 
lähetettiin sähköpostin kautta. Tulokset osoittavat, että motivaatio innovaatioon on 
riippuvainen teollisuudenalasta ja siitä, millaisia tuotteita yritys tarjoaa. Toisaalta, 
yrityksen koko vaikuttaa siihen, minkälaisia innovaatio- ja siihen liittyviä 
toimintoja yrityksellä on. Innovatiivisen yrityksen tunnuspiirteet eivät osoita 
minkäänlaista riippuvuutta kumpaankaan näistä tekijöistä.  
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Innovation and innovative activities are emphasized in companies to a great 
extent. Companies are striving to be better and unique in their field and through 
innovation they are able to give added value to the company. Many of these 
companies are calling themselves innovative without knowing the real definition 
of an innovative company. 
 
The aim of this thesis was to define innovation and its different aspects. Also, 
finding out the motivation for innovation was one of the objectives. The 
theoretical framework will identify the characteristics of an innovative company 
and the type of activities related to innovation. An outlook of the situation of 
innovation in the EU was discussed. 
 
The research of this thesis was made by using the mixed method of study. Two 
companies were chosen for the research and additionally the questionnaire was 
sent to twelve random innovative companies from which one answer was 
received. The questionnaire was sent by email. The results show that motivation 
for innovation is dependent on the type of industry and products offered in the 
company. On the other hand the size of the company affects what type of 
innovation and related activities there are in the company. Characteristics of an 
innovative company show no dependence on either of these factors.  
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1 INTRODUCTION 
In the first chapter of this thesis the structure of the thesis is presented. This will 
tell the reader how the thesis is structured and what information will be given in 
each section of this thesis. In addition to this, the introduction part will describe 
background of the study. This will present the literature behind the theoretical part 
of the thesis as well as give a better understanding about why it is important to 
research innovation in the companies. The studies already conducted about this 
topic will be discussed. Also, in this chapter the research problem, research 
methods used and objectives will be presented.  
1.1 Background of the Study 
In today’s business innovation is emphasized by many companies because more 
globalized and converging markets makes it challenging for them to be different 
and stand out. (Desouza, Dombrowski, Awazu, Baloh, Papagari, Jha & Kim 2009) 
Economic uncertainty is also one of the challenges in today’s business. Hence 
companies are striving to find new innovative ways to improve their products and 
process to meet their customers’ needs and wants. The companies are 
continuously trying to innovate in order to bring value-added to the company. 
Effective and efficient innovation can bring competitiveness and growth for the 
company. (Steiber & Alänge 2013; Frederick, Lam & Martin 2014)  
Innovation and aspects that are related to this are studied widely as well as the 
different activities that are related to innovation such as R&D. (Steiber & Alänge 
2013; Baregheh, Rowley & Sambrook 2009; Salavou 2004) Innovation itself have 
been defined and conceptualized in many different ways. It is a very broad 
concept that has different aspects and activities related to it. (Salavou 2004) Also, 
companies are becoming more innovative and trying to find the core of innovation 
in their activities and operations. They want it to become a part of their company 
culture. (Rao & Weintraub 2013) Still, there is no clear definition for innovation 
that would cover all the concepts and aspects related to this, which makes it 
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difficult for companies to define themselves as innovative company as well. 
(Baregheg et al. (2009) 
1.2 Research Problem and Objectives 
As already stated before, there is no universal definition for innovation. This is 
why people nowadays use the term innovation too freely without really knowing 
what it means. It is important to define this term and different aspects related to it. 
Many companies are focusing on innovation but do not know which parts of the 
company should be improved in order to be more innovative. It is also vital for 
companies to understand how to encourage innovation in order to become more 
efficient and effective in regards of innovation. (Frederick et al. 2014; Desouza et 
al. 2009) 
The aim of this thesis is to identify innovation and different aspects related to it. 
The objective is to identify an innovative company, its characteristics and types of 
activities. To understand various motivations for innovation companies from 
different industries and sizes are compared. Also, through this comparison, 
similarities and differences between innovative companies can be recognized and 
which drivers affect to these factors.  
The research method used in this thesis is a mixed research method which 
combines both qualitative and quantitative research methods. Two companies 
were chosen to the research in advance. The questionnaire was also sent to twelve 
randomly chosen companies that are operating in Finland from which one 
response was received. Altogether, three companies answered the questionnaire 
that was sent by email. From these an analysis is made based on the theoretical 
framework that is a literature review of related literature on innovation.   
1.3 Structure of the Thesis 
This thesis contains four different segments: introduction, theoretical part, 
empirical part and conclusions. The introduction presents the research problem, 
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the aim of the thesis, the research method and the structure of the thesis. 
Moreover, different segments are described in the introduction part. 
The theoretical part gives a theoretical framework for the empirical part. This part 
starts by defining innovation and introducing research and development as well as 
different investment methods for innovation. This continues by identifying 
characteristics that define an innovative company. Finally, an outlook of 
innovation in the European Union is discussed.  
The focus of the empirical part is on the research conducted. This part presents the 
results received from the questionnaire. It also presents the research methodology 
used when conducting the research. After this the results are analyzed and 
conclusions are drawn in the conclusion part. Suggestions for the companies are 
given as well as topics for future studies.  
 
10 
 
2 INNOVATION 
In this chapter the term innovation will be defined and the distinction between 
invention and innovation will be made. Innovation can be seen as a process and 
the different steps of the innovation process will be presented. The different types 
of innovation will be defined through Tidd’s 4P model which companies use to 
map their innovation and to see where there is still space for innovation in their 
company. There are different aspects in innovation which are also presented in 
this chapter. Company’s research and development activities are usually mixed up 
with innovation activities, thus differences between these will be discussed. 
Finally different investment methods for innovation will be presented.  
2.1 What is innovation? 
The word innovation is widely used in everyday language as well as in 
professional situations. Usually people are not aware of the real meaning of the 
word and might use it in a context where it necessarily should not be used. 
Innovation is often confused with the word invention and thus used in a wrong 
situation.   
According to OECD’s definition (Oslo Manual 2005; cf. Martins & Terblanche 
2003) “innovation is the implementation of: 
- new or significantly improved product (good or service) 
- new or significantly improved process 
- a new marketing method 
- a new organizational method in business practices, workplace 
organizations or external relations” 
The distinction between invention and innovation is made through this definition. 
All technical or similar ideas, novelties or renewals are inventions. Invention 
usually precedes innovation and it becomes innovation only if it benefits the 
inventor or some other user economically. Patents are one way to define an 
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invention because to receive it the invention should be completely new compared 
to other corresponding inventions. (Lemola 2009) 
2.2 Innovation process 
Innovation can be seen as a process involving four continuing steps. A successful 
innovative company is continuously improving each step of the innovation 
process through learning more about its processes, products and services. When 
the steps are managed and monitored effectively the strengths and weaknesses of 
the company can be discovered. (Tidd & Bessant 2009; cf. Desouza et al. 2009) 
The first step in innovation process is search, which means recognizing 
opportunities and threats in the environment that could potentially contribute to a 
change. Market research is one of the tools companies use to find an opportunity 
for a new technology that can be pressure from the markets such as customer 
needs or competition. Changing technological requirements or legislative actions 
can be seen as threats that result to a change in a product or a service. Also the 
R&D activities of companies search for new ideas and innovations. (Tidd & 
Bessant 2009; cf. Steiber & Alänge 2014) 
Selection is the second step in the innovation process. The company should ensure 
that it is familiar with its core competencies, products and services; different 
equipment, systems and people that they involve; and how these are created in the 
most effective way. This way the company is able to define the suggested change 
and generate an innovation strategy should be made fit with its overall strategy. 
(Tidd & Bessant 2009; cf. Desonza et al. 2009) 
The third step is implementing, which is the most expensive and time consuming 
step in the innovation process. In this stage the company makes research about the 
innovation in order to gain more knowledge about demand in the markets and 
technological aspects. The company modifies and develops the innovation in a 
way that it is user-friendly and ready for the market. Then they are able to learn 
about feasibility of the innovation and whether or not it needs to be refined. (Tidd 
& Bessant 2009; see also Steiber & Alänge 2014; cf. Desonza et al. 2009) 
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The last step in the innovation process is capturing, which involves examining the 
benefits of the innovation. It can have created added value for the customer or 
gained a bigger market share, cost reductions or commercial success for the 
company. Customers and feedback from them play a big part in this step. Even 
though the innovation would have been a failure critical for the company is to 
know how the process should be improved for the next time. (Tidd & Bessant 
2009; see also Frederick et al. 2014)  
2.3 4P innovation model 
Innovation means a change but it can be seen in different areas of a company. 
Therefore it can be divided into four different dimensions shown in Figure 1. 
Product innovation mean the changes in the products and services that are offered 
by the company. These kinds of changes can include, for example, a new design 
of a mobile phone or a new holiday package. Process innovation means changing 
the method in which the product or a service is created or delivered. This can be 
for example changes in the way the mobile phone is manufactured or how the new 
holiday package is delivered to the customer. (Tidd & Bessant 2009; cf. Refaat & 
Alsanad 2013) 
 
Figure 1. 4 P Model (Tidd & Bessant 2009) 
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When the context of a product or a service is repositioned it is about position 
innovation. For example, changing the target group of an established product or a 
service to a whole different one can be this type of an innovation. Paradigm 
innovation is the change of the fundamental mental models which define what the 
organization does. By changing people’s mindset of an unhealthy product to a 
healthy one could be one example of paradigm innovation. (Tidd & Bessant 2009; 
cf. Refaat & Alsanad 2013) 
In some cases product innovation and process innovation are challenging to 
distinguish from one another. Usually service is a type of innovation where these 
two come together. For example, a new cruise ship includes both the process 
innovation as well as product innovation. (Tidd & Bessant 2009) 
The 4P model is used as a framework for organizations to map their innovations. 
By mapping their current innovation projects on the framework the organization is 
able to see where there is still space in the map. For example if the organization is 
focused on product and process innovations it has more space in paradigm and 
position innovation. Then the organization should focus its future innovation 
projects to these parts of the model. (Tidd & Bessant 2009; see also Refaat & 
Alsanad 2013) 
Also, this model can be used for competing organizations in the same market. By 
doing this the organization can find new innovation opportunities that arise from 
the free unmapped space in the framework. (Tidd & Bessant 2009; see also Refaat 
& Alsanad 2013)  
2.4 Aspects of innovation 
The degree of novelty in innovation can be radical or incremental. A radical 
innovation for a small company can be an incremental one for a multinational 
organization. This is why the innovation is rather a perceived degree of novelty 
because it can be seen differently in different situations. (Tidd & Bessant 2009) 
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Radical innovation has significant economic, social or cultural impact. It usually 
has changed the way and circumstances of operating in organizations and of 
private citizens. Radical innovation initiates a wide and long-term process of 
change. It changes the way we use a product or service and the way we think 
about them. (Lemola 2009; cf. Refaat & Alsanad 2013) 
Incremental innovation means changes in already existing innovations. 
Continuous improvement in processes and products is essential to every 
organization and it is widely focused on. Additionally, incremental innovation is 
more common than radical one since it involves day-to-day changes, optimization 
and developing existing products and processes. (Tidd & Bessant 2009; see also 
Frederick et al. 2014) 
One aspect of innovation is discontinuous innovation which means that there are 
some changes in the industry or markets that create new conditions that require a 
change such as emerging new markets and technologies or political and regulatory 
rules come into existence. Also sudden tragic events that cannot be predicted or 
new business models through new competitors in a market are part of 
discontinuous innovation. In the case of these events the company needs to adopt 
to the situation and create new ways to keep the business successful. (Tidd & 
Bessant 2009) 
2.5 R&D and innovation 
Typical way of thinking is that innovations are a result of research and 
development (R&D) which results to comparisons between these two. They are 
sometimes even used as synonyms. Although they are very close to each other 
there are significant differences between them. 
R&D means systematically trying to get more new knowledge and using this 
knowledge to find new applications. This includes basic research, applied research 
and development work. Basic research means experimental or theoretical search 
of information that does not have direct practical application. On the other hand, 
applied research aims to use some new knowledge to execute practical 
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application. This can include creating new procedures and practices to solve a 
particular problem. Development work is improving existing or creating products, 
services and processes through new knowledge or research results. (Frascati 
Manual 2002) 
Operations related to innovation are seen more comprehensive than R&D 
operations. This is because the education given in the organization connected to 
developing and producing a new product is involved in innovation. Also it 
includes the new or enhanced product, marketing of a service or process as well as 
the preparations that are involved in starting the production of a new product. 
(Lemola 2009) 
2.6 Investing in innovation 
Companies need to invest in innovation in order to maintain economic growth as 
well as innovation activities. Also companies want to get more market share, 
reduce costs or become more productive. Through increasing competition and 
customers’ being more aware of their needs and wants innovation has become 
more and more important for the companies. (OECD 2011) 
Usually when discussing investing into innovation people think about research 
and development (R&D). R&D is easy to understand and the amount of spending 
can be measured easily. Companies use either their own resources to invest in 
R&D activities or they can receive benefits from different public support 
programs. Also governments can have different incentive programs for innovation 
in the country. These can be either direct support which means grants, loans and 
procurement or indirect support which includes for example various tax incentives 
towards R&D. In addition companies can cooperate with other companies and do 
joint R&D. Usually bigger companies have the resources to have their own R&D 
departments. Smaller companies are then more dependent on public support in 
order to be able to fund their R&D activities if they have any. (OECD 2011; cf. 
Frederick 2014; see also Artz, Norman, Hatfield & Cardinal 2010) 
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Companies need to make the “make or buy” decision which means that they can 
either make the innovation themselves or buy it from an external source. 
Acquisition of machinery, equipment, technology and other external knowledge is 
thus one of the options for the firm to invest in innovation. This is usually 
considered as outsourcing its R&D activities and gaining knowledge, information 
or resources from an external source. As R&D activities are mostly seen as very 
expensive and time-consuming some companies see the opportunity to just buy 
these from someone else. The acquisition from an external source usually involves 
licensing, patents and trademarks which involve different risks and contracts. Also 
the use of consulting agencies and R&D contracting are some of the means of 
acquiring external technology. (Cassiman & Veugelers 2000) 
Whether the company has its own R&D activities or it decides to acquire the 
technology from an external source intellectual property (IP) should be taken into 
consideration. IP rights should be considered when a company has created 
something new and it needs to be protected. The company can apply for a 
protection depending on the type of innovation through different means such as 
trademark, patent or design innovative company. Also licensing is one of the ways 
to protect an idea or a concept. (Rogers 1998) 
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3 INNOVATIVE COMPANY 
There are many aspects that define an innovative company. In this chapter these 
different characteristics of an innovative company are presented. Firstly an 
innovative company should have a clear vision and an innovation strategy. 
Innovative company also identifies its employee’s competences and puts the right 
people to the right positions. Collaboration, networking and information sharing 
are vital for an innovative company because they increase the amount of 
innovation and new ideas in the company. Customer focus and strong company 
culture are important characteristics of an innovative company as well as 
managing their technology well.  
3.1 Vision and Strategy 
An innovative company needs to have a clear strategy and vision that aim towards 
future. With clear goals the company is able to determine the path and directions 
where it is headed. When a company shares a common vision and strategy for 
innovation its interest and concentration becomes consistent. Consequently 
everyone in the company is aware of what is expected from them and are more 
focused. (Tidd & Bessant 2009) 
The aim of innovative companies is to be excellent and such a company that the 
customers will choose over others. These companies create themselves a vision 
which targets to develop a product that exceeds in performance and offers a strong 
position in the market. The employees are determined to find creative techniques 
and means reaching the objectives by having a straightforward drive. (Lawson & 
Samson 2001) 
Strategy determines what actions should be taken in order to reach the targets set. 
It specifies how the resources, processes, products and systems are working in 
case of ambiguities in the environment. Innovative companies have an innovation 
strategy that focuses more on the future and creating something new. 
Additionally, these companies have strong directions on developing their 
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activities by, for instance, lowering costs and improving quality. (Lawson & 
Samson 2001) 
3.2 Competences of Workforce 
Having the right kind of a workforce that focuses on innovation strategy and 
vision is critical for an innovative company. The employees should be motivated 
to build innovations and create new ways of doing things. The company needs to 
identify the competences that each employee has and direct these resources where 
they are required. (Lawson & Samson 2001) 
Innovative companies recognize and reward their employees for creating 
innovation initiatives. By doing this the companies enhance the willingness and 
likelihood of employees to make suggestions of innovations. Additionally these 
companies have the ability to combine the competencies with correct markets and 
technologies which gives the employees the motivation to do their best. 
(Terziovski 2007) 
Training and continuous improvement in knowledge is highly appreciated in 
innovative companies. These companies want to further develop their workforce 
to become more competitive and creative. This also includes enabling job rotation 
in order to see, for instance, what can be developed in another process. 
Furthermore, rearranging job profiles gives employees more knowledge of what 
other people are doing in the organization. (Terziovski 2007) 
3.3 Collaboration, Networking and Information Sharing 
Collaboration with external partners is one of the crucial areas in innovative 
companies. In order for innovative companies to continuously improve and 
develop their knowledge and information base they need to have strong ties with 
their external partners. By, for instance, having conferences, workshops, seminars 
and discussing with scientists on a regular basis as well as collaborating with 
universities the company can enhance its amount of innovation. (Terziovski 2007; 
see also Steiber & Alänge 2014) 
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Close collaboration with suppliers gives value for the company, supplier as well 
as the final customer. Hence, a lot of emphasis is put to the relationship with the 
supplier in an innovative company. When a company and its supplier are in 
contact they can get feedback and create long-term cooperation which results in 
giving the best end product for the customer. Discussions with the suppliers and 
the customers can give valuable information for the company about their 
performance and characteristics of existing as well as new products. This way the 
company can share ideas and improve its products in a way that it meets the 
customers’ present and future needs. (Terziovski 2007) 
Networking with different people, organizations and partners is one of the most 
important sources of information for a company. By doing so the company is able 
to conduct environmental scanning and see different opportunities outside the 
company. Various resources and emerging markets that would have gone 
unnoticed can be discovered through networking. Especially in today’s business 
world when it takes far less effort to be in contact with global partners and experts 
via the internet. This allows companies to have international exchange of 
information and, thus, make them more competitive. (Terziovski 2007) 
Information sharing within the company is very important. This can be done 
through training sessions and seminars, supporting group projects and informing 
personnel through intranet. It ensures that the knowledge is shared effectively 
among regular team members. Information sharing across the company borders 
can also be done by having close relationships with external partners. The 
company should define the competencies and knowledge that each person has. 
This makes it easier to connect the right people with the correct knowledge.  (Tidd 
& Bessant 2009) 
3.4  Customer Focus 
An innovative company has its focus on the customers and wants to satisfy their 
needs and wants. They want to engage customers into innovation processes in 
order to establish strong customer satisfaction and commitment in the early stages 
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of innovation. Also, continuous research on customers’ needs and preferences 
gives the company a direction where the industry is headed. (Terziovski 2007) 
The highly innovative companies gain the motivation when they can give 
something for the society. They are not only improving or developing something 
in their product or service but also improving the quality of life and helping 
society work and communicate better together. (Coudhary 2014) 
Strong communication with customers through research, feedback and 
development ensures that the company will provide a suitable result in the market. 
By doing so the company is able to create value for the customer and make such 
innovations that the customers really need. (Terziovski 2007) 
3.5  Company Culture 
Company culture defines the values, beliefs and norms in the company which are 
often influenced by the CEO and senior management. This influences the 
behavior of people in different situations like how to deal with customers and also 
innovation. Values determine the aim of the company regarding its processes, 
employees and customers. Beliefs are the expectations people have about 
themselves, their customers and their company. Norms mean the accepted 
behavioral guidelines that define for instance how people dress and interact in the 
company. The company culture underlines the attitudes towards, for instance, risk, 
ethics, professionalism, innovation and planning of processes. (Framholtz & 
Randle 2012; see also Martins & Terblanche 2003) 
Innovative companies are engaging into a culture that supports information 
sharing and, of course, innovation. The members within the company are certain 
that innovation endeavors require knowledge sharing and that they are expected to 
do so. The company culture in innovative companies involves taking risks, 
thinking creatively and having strong focus on customers. By perceiving the 
employees’ achievements and encouraging them to take risks the company is 
creating a culture and a mindset that promotes innovation, entrepreneurialism and 
open environment. (Terziovski 2007) 
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3.6  Technology Management 
Technology management is a very important aspect in an innovative company. 
Managing technology means everything that is related to the innovation process 
and how it is managed. These include, for example, the R&D activities and 
innovation strategies. An innovative company is aware of all the stages in the 
process and makes sure that everything is done effectively. Technology 
management requires environmental scanning which gives information about 
customers and competitors. Also, it specifies if the technology is produced in the 
company or acquired from somewhere else. (Kropsu-Vehkapera, Haapasalo & 
Rusanen 2009; see also Artz et al. 2010) 
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4 INNOVATION IN EU 
In this chapter an outlook of the state of innovation in the EU is presented. In this 
chapter two articles were used to give an understanding of the state of innovation. 
First the results of Innovation Union Scoreboard 2014 will be presented which 
tells where the countries are individually now regarding innovation. Then, the 
overall state of innovation in EU will be analyzed. Some suggestions and 
improvement areas are discussed also.  
4.1 Innovation Union Scoreboard 2014 
The Innovation Union Scoreboard (IUS) is a research that is conducted every 
year. It assesses innovation performance in EU member states and compares them 
to give understanding about their research and innovation systems. The aim is to 
give suggestions to countries in which areas they need to improve and in which 
they are already successful. IUS uses current data available from Eurostat and 
other internationally recognized sources. (Innovation Union Scoreboard 2014) 
4.1.1 Performance Groups 
IUS has divided EU member states into four different performance groups 
(Innovation Union Scoreboard 2014) according to their innovation performance 
which is compared with the EU average innovation performance: 
- Denmark, Finland, Germany and Sweden belong to the first group which 
is the innovation leaders. These countries’ innovation performance is more 
than 20% above the EU average.  
- The second group includes Austria, Belgium, Cyprus, Estonia, France, 
Ireland, Luxembourg, the Netherlands, Slovenia and the UK. These 
innovation followers have their innovation performance less than 20% 
above, or more than 90% of the EU average.  
- Moderate innovators are those countries whose innovation performance is 
between 50% and 90% of the EU average. Croatia, the Czech Republic, 
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Figure 2. Summary Innovation Index (Innovation Union Scoreboard 2014) 
Greece, Hungary, Italy, Lithuania, Malta, Poland, Portugal, Slovenia and 
Spain belong to this group.  
- The last performance group includes Bulgaria, Latvia and Romania. This 
group is modest innovators which means that their innovation performance 
is less than 50% of the EU average.  
 
 
4.1.2 Indicators 
The Innovation Union Scoreboard differentiates three separate main indicators 
that are then further divided into eight innovation dimension. These are totaling to 
25 indicators that measure innovation performance in the member states. The 
indicators are presented in Figure 2. (Innovation Union Scoreboard 2014) 
The main drivers for innovation performance that are external to the firm are 
called the enablers. The first dimension is the “Human resources” which 
determines the high-skilled and educated workforce available. The countries that 
perform best in this dimension have great deal of workforce that is skilled enough 
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to take part in and improve the knowledge-based economy. (Innovation Union 
Scoreboard 2014) 
The second dimension is the “Open, excellent and attractive research systems” 
which measures the scientific base and its competitiveness internationally. In the 
countries where the performance in this dimension is high international 
partnerships and collaboration is open and the researchers have vast international 
networks. Also their quality of research output is high. (Innovation Union 
Scoreboard 2014) 
The “Finance and Support” dimension indicates the amount of finance available 
for innovation projects in the country. In the countries that perform the best in this 
dimension the public sector is able to perform a great deal of R&D activities. Also 
the private firms are able to develop new technologies through available risk 
capital. (Innovation Union Scoreboard 2014) 
Firm activities measure the innovation performance in the firm level. The first 
dimension is “Firm Investments” which means the investments that the firm does 
to create innovation. If the country is doing well in this dimension it means that 
the companies are investing a lot to innovation activities that include both science-
based R&D activities and non-R&D activities such as equipment and machinery. 
(Innovation Union Scoreboard 2014) 
“Linkages and Entrepreneurship” defines the innovation competences in SMEs 
that innovate in-house and their collaboration efforts. In the best performance 
groups the SMEs have strong collaboration with public sector organizations and 
other companies which enables them to connect their in-house and joint 
innovation activities. In these countries the co-publication activities are high, 
which means that the research systems aim to meet company demands. 
(Innovation Union Scoreboard 2014) 
The last dimension “Intellectual Assets” tells about the country’s different 
methods of intellectual property rights in the innovation process. The countries 
performing best in this dimension are protecting their new ideas and innovations 
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very well. New technologies, goods and services can be protected by using 
patents, trademarks or designs. (Innovation Union Scoreboard 2014) 
The last main indicator is the outputs, which determines the different effects of the 
innovation activities of the firms. “Innovators” determines the number of firms 
that have presented innovation to the markets or within their organization. In the 
countries where the performance in this dimension is high the innovation strategy 
is common for firms in order to meet customers’ needs and have the competitive 
edge in the markets. The innovation activities provide more employment 
opportunities. The dimension “Economic Effects” determines the economic 
success in innovation. (Innovation Union Scoreboard 2014) 
4.1.3 Overall performance 
IUS has been conducted since the year 2006 and during this time all the member 
states have been improving their performance in innovation. The countries that are 
performing the best according to the survey are the ones that are performing the 
best in all the dimensions. These countries have very balanced national research 
and innovation systems. The innovation leaders as well as the innovation 
followers are performing steadily and have very little variations in their 
innovation performance. (Innovation Union Scoreboard 2014) 
The differences in performance are smallest in the “Human Resources” dimension 
which means that there is a lot of high-skilled workforce available across the 
member states. On the other hand, the biggest difference is in Open, Excellent and 
Attractive Research Systems as well as in Linkages & Entrepreneurship. This 
shows that the member states are not similarly developed by the means of 
research systems. In order to achieve a high level of innovation performance the 
member states need to have a balanced innovation system in order to perform well 
in all the dimensions. (Innovation Union Scoreboard 2014; cf. McCann & Ortega-
Argilés 2014) 
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4.2 The State of European Innovation 
4.2.1 Challenges 
The challenges that European Union member states have faced are more or less 
related to the financial crisis and the consequences of that. The member states 
have not yet recovered entirely from the crisis and there can be seen, for example, 
high unemployment rates all over Europe due to this. There are many differences 
between the member states and as some countries are doing quite well already, the 
other ones are still lagging behind. (The State of European Innovation 2014) 
Productivity growth has been very moderate lately in the EU. The productivity 
growth should be faster in order to increase the per capita income as well as 
standards of living. Especially when compared to the US, European countries are 
not performing well. Their productivity levels are significantly lower than in the 
US and labor productivity growth is highly uneven between member states. It is 
important for the EU to see its full potential and competitiveness in order to face 
the challenges through productivity growth. (The State of European Innovation 
2014; see also McCann & Ortega-Argilés 2014) 
Another challenge in the EU is the high debt burdens. From the beginning of 
financial crisis the member states’ debt to GDB ratio has increased extensively. 
The countries are less capable of paying back their debts that the governments 
have taken in order to save the economy. The so called austerity policy has been 
used in order to keep the debt in control and pay it back. But by cutting down the 
resources that contribute to public investments in infrastructure and education it is 
more seemingly going to injure the productivity levels. Thus, the EU should find a 
fiscal policy that will increase economic growth without harming the productivity 
growth. (The State of European Innovation 2014; see also McCann & Ortega-
Argilés 2014) 
The demographics in the EU are showing some challenges as the European 
population is ageing with accelerating pace. The pension systems that was 
accepted widely before financial crisis are becoming untenable. This will result in 
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changes in pensions, which again means less purchasing power for the aging 
population. The other challenge that the EU will face due to aging population is 
the increasing need for health care. In order to overcome these challenges the 
countries need to increase taxes or reduce the spending in the other areas. To 
compensate the missing workforce from the aging population the countries should 
increase their labor productivity. One way of doing so is to rise retirement age or 
to permit more immigrants to be used as a workforce. (The State of European 
Innovation 2014; see also Bargheh et al. 2009; McCann & Ortega-Argilés 2014) 
European Union member states’ companies and individuals are uncertain to 
consume and invest, which results in unsteady credit growth. The banks are also 
more willing to lend to the domestic market rather than to outside the national 
borders. This makes it challenging for European SMEs to get funding, especially 
in those countries where the impact of the financial crisis is more serious. When 
these companies are not getting any funding innovation will also suffer because 
many of European firms are relying on bank money. (The State of European 
Innovation 2014) 
4.2.2 Areas of Improvement 
European Union needs to improve in some areas to be able to promote innovation 
and increase the economic growth. Innovation is one very important part of the 
recovery from the financial crisis, since firms and countries have a clear 
competitiveness to have an innovative environment. The innovation processes and 
strategies need to be improved and attitudes need to be adjusted. (The State of 
European Innovation 2014; see also Martins & Terblanche 2003; Steiber & 
Anlänge 2014) 
Private investment in innovations is not seen that strong in Europe. It would be 
essential for firms to get private investors to fund their innovation programs, 
especially at times like these when the governments are in high debt and not 
willing to support innovative firms. Additionally, Europeans do not think that 
governments and public authorities target a sufficient amount of their budget to 
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support innovation projects. The European people do not trust that trade 
regulations and agreements are supporting innovation nor are the governments or 
public authorities. (The State of European Innovation 2014; see also McCann & 
Ortega-Argilés 2014) 
Collaboration with customers, governments and other third parties is essential for 
a company that wants to be innovative. The companies that have been 
collaborating are showing results of revenue and profit increases from these 
activities. European firms, however, are showing lack of collaboration. They want 
to innovate within the business and teams rather than through sharing information, 
talents and resources across the globe. These firms should consider the possibility 
of foreign investment and not promote domestic innovators because investments 
domestically are restricted. (The State of European Innovation 2014) 
Talent management in some European countries is not that high. The executives 
in European firms are not as committed attracting and maintaining talents than in 
other parts of the world. Also, adopting new and emerging technologies is not 
seen as very important in a European firm. However, these firms should be 
promoting creative behavior and creating an innovative environment. (The State 
of European Innovation 201; see also McCann & Ortega-Argilés 2014; Refaat & 
Alsanad 2013) 
4.2.3 Suggestions 
There are many challenges and areas of improvement in innovation in the EU, 
which mainly have arisen from financial crisis or poor execution of innovation 
strategies. Also the mindset in different companies and countries have created 
some of the pitfalls. The European Union and other institutions have suggested 
different kinds of solutions overcoming the challenges and surviving the financial 
crisis. To become more innovative in the future companies, countries and 
individuals need to make some changes. (The State of European Innovation 2014) 
Governments should create stable and reliable long-term objectives and focus on 
making the country more innovative. In order to encourage entrepreneurship and 
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attract investments this framework and the set strategy should be such that 
supports research, developing technology and innovation. Governments should 
have preconditions that help reach their objectives and they need to leave things 
related to R&D to industry and academia. Also, government investments should 
focus on specific areas where European firms already have competitive edge and 
which are important for the future as well. These could be areas such as 
renewables or healthcare. In the long-term objectives collaboration should be 
emphasized. (The State of European Innovation 2014; see also Refaat & Alsanad 
2013) 
One of the biggest competences for Europe is its diversity, which should be 
utilized to greater extent in order to promote innovation better. By making Europe 
a single market for innovation the benefits from external economies and localized 
co-operation can be gained. An integration of cultures and institutions would 
reduce bureaucracy, promote collaboration outside the borders and result in more 
mobile talent and skill sharing. (The State of European Innovation 2014) 
Europeans are very aware of the risk such as bankruptcy or losing property and, 
thus might lack the confidence to become an entrepreneur. These cultural barriers 
should be broken in order to create an environment for entrepreneurship. 
Governmental policies should be changed so that entrepreneurship would be 
introduced already in basic education level which would give young people 
knowledge, expertise, and skills. Also the attitudes should be changed so that next 
generations could promote innovation instead. This can be done through media, 
for example, or by providing good working experiences. (The State of European 
Innovation 2014; see also McCann & Ortega-Argilés 2014) 
Private investments are the ones that contribute the most to R&D activities but in 
Europe, these investments are not very high. The government should support an 
ecosystem that strives in excellence of technology, entrepreneurship and 
innovation. This means training of scientific and technological talent, funding 
schemes to stimulate the pursuit of new ideas and concepts or new businesses in 
selected areas, and to robust legal framework to protect investments and 
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intellectual property. By doing this the governments provide an engaging 
framework and environment for private investors to invest in R&D and product 
development. (The State of European Innovation 2014; see also McCann & 
Ortega-Argilés 2014) 
4.2.4 Investments 
The public investments from the governments are very essential in order for 
Europe to become more competitive. Universities and research organizations have 
the knowhow how to gain knowledge and conduct research, mainly they are just 
lacking the funding which should come from the governments. This would also 
benefit the European governments with fundamental research that they need. Also 
the governments could be able to direct their funds to the R&D projects that they 
see viable in the future. Tax incentives are also a good way of attracting 
companies to have their R&D activities in a specific region or country. (The State 
of European Innovation 2014; see also Frederick 2014; cf. Artz et al. 2010) 
The governments should, in addition, invest in partnerships between public and 
private entities. These kind of partnerships would encourage entrepreneurs to 
share their knowledge, skills and resources with universities and other public 
institutions. This would generate economic growth and a great platform for 
innovation and creativity. When both are dependent on each other in some ways it 
makes them work more efficiently towards joint objectives. (The State of 
European Innovation 2014) 
Through the new EU directive for public procurement the countries and 
companies are able to be more involved in the procurement process of the 
European governments. This way the governments will also create demand for the 
companies. When everyone is given the opportunity to be involved in the public 
procurement it creates more competition and, thus, innovation in the markets. 
(The State of European Innovation 2014; see also McCann & Ortega-Argilés 
2014) 
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Horizon 2020 is an EU research and innovation program that gives funding to 
innovative projects. Within a seven-year timeframe (2014 to 2020) the Innovation 
Union will have almost 80 billion euros for funding. This program aims to attract 
more innovativeness and breakthroughs in the different markets and at the same 
time increase Europe’s competitiveness. The program aims to encourage public 
and private sectors to work together and remove barriers to produce more 
innovations. The program is open to everyone and the aim is to reduce 
bureaucracy in order to deliver innovations quickly. 
(http://ec.europa.eu/programmes/horizon2020/en/what-horizon-2020) 
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5 EMPIRICAL ANALYSIS AND FINDINGS 
In this chapter there the empirical findings are presented and analyzed. First the 
research methodology used in this research will be presented. This contains the 
aim of the research and the research methods used to gather answers. Also, the 
sample size and limitations of the study will be discussed. After this, the 
reliability and validity of the research will be discussed. Finally, the results of the 
research will be presented and discussed in subchapters. There will be comparison 
tables of the companies involved in the study, which will give a clearer picture 
about the results discussed in this chapter.  
5.1 Research Methodology 
The aim of this research was to identify the characteristics of an innovative 
company and define the activities involved in such a company. Comparison 
between different types of innovative companies show the differences and 
similarities in innovation activities and characteristics. The objective is to 
discover the motivation for innovation and how innovation is taken into 
consideration in the everyday activities of companies. 
The research method used in this thesis is mixed method. A mixed research 
method combines both qualitative and quantitative research methods by giving 
more comprehensive picture of the results. (Dunning, Williams, Abonyi & Crooks 
2006) The questionnaire has mainly open-ended and descriptive questions which 
give the respondents an opportunity to express thoughts in their own words. This 
will give more flexibility for the analysis of the results. A questionnaire is sent by 
email in both English and Finnish. 
Two companies were chosen and asked in advance to participate in the survey. 
Additionally twelve randomly chosen innovative companies were sent the survey 
but only one answer was received. First of all it was challenging to find any 
contact information for these companies and second of all the time was very 
limited. These might be the reasons for only receiving few answers. The 
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respondents were responsible for innovation and related activities in the company. 
The companies chosen for this research were companies operating in Finland with 
innovation activities.  
5.2 Reliability and Validity 
Reliability of a research means how well the research could be repeated by other 
researchers. It means that they should be able to make similar findings using 
similar research techniques. Validity refers to generalization of the research. If the 
results of research can be generalized to a wider theory it can be seen as valid. 
(Riege 2003)  
The questions in this study were easy to understand and clear to answer to. Still, 
when there are many open questions the respondent may understand the question 
differently than intended or differently than the other respondents, which causes 
different meanings in the answers. This questionnaire was sent both in Finnish 
and in English and answers in both languages were received. There can be some 
translation errors from Finnish to English which could change the meaning of the 
answer and effect the interpretation of the results.  
The validity of this research is very low since only three responses were received. 
This means that the results cannot be generalized. Also, because two of the 
companies were selected the randomness of this study is not very high.  
5.3 Results 
The questionnaire is divided into three different sections; Basic, R&D activities 
and Innovation in the company. In the Basic section the respondent was asked to 
specify the background information about the company, types of innovation as 
well as motivation for innovation in the company. The R&D activities section 
focuses on gathering information about the innovation in the company and related 
activities. Section Innovation in the company aims to identify if the characteristics 
of an innovative company can be seen and in what ways innovation is encouraged.  
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5.3.1 Respondents 
The first company included in the study is Orion Pharma, which is operating in 
the pharmacy industry and which employs over 3000 employees. This makes it a 
large innovative company. Orion is a Finnish company that among other things 
develops pharmaceutical products as well as manufactures and markets drugs. The 
respondent of this questionnaire is a 48-year-old female who has been working in 
the pharmacy industry for 20 years and at Orion for ten years. She is currently 
working in the R&D department as a Vice President of Development.  
The second company is FakeFish, which is operating in the gaming and game 
development industry. This company has less than 100 employees and, thus, is a 
small innovative company. FakeFish was founded in 2014 so it has only been 
operating for almost a year now. The respondent is a 25-year-old male and is the 
CEO of the company. The department was not been specified but since the 
company is so small the whole staff is involved in development and innovation in 
the company. The respondent has been working in this type of industry as well as 
in this company for one year now.  
The third company is Dentsu Aegis Network Finland (called Dentsu from here) 
which is a marketing consulting company that has 101 to 250 employees. This 
company is a small innovative company. The respondent for the questionnaire is a 
42-year-old female that has been working in this industry for 14 years and at 
Dentsu for six years. She is working in Insight and Analytics department as the 
team leader of Insights.  
5.3.2 Type of Innovation 
During this year Orion has developed both process and product innovations. The 
example of innovation that the respondent has been involved in during her time at 
Orion is related to drug development. They have new molecule ideas which aim to 
get new medications for unmet needs. Drug development from an idea to a 
marketed product takes 12-15 years, which means that the success of the 
innovations is seen only after this period. Until the innovation is ready, each step 
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in the development process is considered as a success. The respondent has also 
been involved in innovations related to company culture and drug development 
processes.   
FakeFish has been developing only product innovations during this year. The 
respondent says that in the gaming industry creative solutions must be made when 
planning new games. It is very challenging to find new technologies and game 
mechanics to make games and this is why the best outcome is achieved when 
already existing mechanics and technologies are used, either directly or slightly 
modified. In games innovative solutions need to be made in order to create 
backstory, plot and the game itself. Currently FakeFish is developing a mobile 
adventure roleplaying game called Northbound which theme is Kalevala and 
Nordic mythologies. There are no games about Kalevala yet which makes their 
idea very unique and innovative. In this game FakeFish is aiming at utilizing the 
advantages of a touch screen as innovatively as possible.  
During this year Dentsu has developed both process and product innovations. As 
an example of innovation the respondent gives automation of digital marketing 
and dashboards that are automatically updating information tracking views. These 
have been developed during the time that the respondent has been working in the 
company.  
Because Dentsu is mainly providing services, its focus is on process innovations 
and developing them through e.g. automation of digital marketing. On the other 
hand, Orion and FakeFish’s innovations are focused on different product 
innovations such as drugs and games. Although Orion is also developing its 
processes, they are mainly focused on improving the company internally, such as 
company culture. This can be seen encouraging innovation within the company 
and not necessarily as an innovation itself. It can be seen that the motivation for 
innovation is dependent on the type of innovations the company is developing in 
addition to services and products it is providing. A comparison can be seen in 
Table 1.  
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5.3.3 Motivation for Innovation 
At Orion the most important motivation for innovation is to offer products and 
processes that meet customers’ needs and wants. The second important motivation 
is to improve the quality of life and after that to become more productive. They 
see continuous improvement as the fourth important area of motivation in their 
company. The fifth important motivation area is to have bigger market share and 
the least important one is to reduce costs. Still another motivation they have for 
innovation is to make the working environment pleasant so that people can enjoy 
working and that way improve their productivity. 
FakeFish perceives offering products and processes that meet customers’ needs 
and wants as their most important motivation reason for innovation. The second 
important motivation reason for innovation is to gain a bigger market share and 
the third important reason is continuous improvement. At FakeFish the fourth 
important motivation reason for innovation is to become more productive. The 
fifth important motivation reason is improving the quality of life and the least 
important reason is to reduce costs. FakeFish is aiming at keeping the atmosphere 
relaxed and free in order to motivate the employees to share their opinions and 
thus invent new ideas for their games.  
At Dentsu the most important motivation reason for innovation is seen as gaining 
bigger market share. The second important reason is to offer products and 
processes that meet customers’ needs and wants followed by becoming more 
productive. The fourth important motivation reason for innovation is continuous 
improvement. The fifth one is to reduce costs and the least important one is to 
improve the quality of life. Another motivation for innovation at Dentsu is the 
digitalization of consumers and marketing, which is a part of discontinuous 
innovation. Dentsu needs to adapt its operations and processes to the changing 
environment of market. 
Both of the small companies have as one of their most important motivators for 
innovation is the aim of gaining bigger market share. This can be explained by the 
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fact that the companies are striving to become bigger and more international 
whereas Orion has already gained a big market share in its own industry and can 
thus focus on other aspects such as improving quality of life. In this case the size 
of the company is also one of the factors that influences the motivators for 
innovation in the company, although improving quality of life at Orion is 
dependent on its pharmaceutical products offered as well. Dentsu and FakeFish 
saw this, improving the quality of life, as the least important motivator for 
innovation, which is understandable because of the types of products they are 
offering. In Table 1 can be seen the motivation for innovation in the companies. 
They are in the order from the most important motivation for innovation to the 
least motivation for innovation.   
Table 1. Type of Innovations and Motivation for Innovation. 
 
5.3.4 Innovation Process 
Generally Orion is getting new ideas for innovation from the customers and often 
from the management, employees, co-operation partners, selective research and 
development and environmental scanning. Once Orion has received an idea for 
innovation it is evaluated by experts. If it is feasible, it is tested or piloted and then 
implemented. Process related ideas are implemented more quickly since the 
Orion 
•FOCUS: 
•Product innovations 
•MOTIVATION FOR 
INNOVATION: 
•Offer products that 
meet customers’ 
needs and wants 
•Improve quality of life 
•Become more 
productive 
•Continuous 
improvement 
•Bigger market share 
•Reduce costs 
FakeFish 
•FOCUS: 
•Product innovations 
•MOTIVATION FOR 
INNOVATION: 
•Offer products that 
meet customers’ 
needs and wants 
•Bigger market share 
•Continuous 
improvement 
•Become more 
productive 
•Improve quality of life 
•Reduce costs 
Dentsu  
•FOCUS: 
•Process innovations 
•MOTIVATION FOR 
INNOVATION: 
•Bigger market share 
•Offer products that 
meet customers’ 
needs and wants 
•Become more 
productive 
•Continuous 
improvement 
•Reduce costs 
•Improve quality of life 
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product related ideas require years of studies and research. This is done in steps 
which means that a development has to go through all the phases of drug 
development until marketing authorization and launch. Orion has contest rewards 
and bonuses as an incentive program for innovation. 
At FakeFish new ideas for innovation come from the management and often from 
the employees in the company. Generally the new ideas come from customer 
feedback and environmental scanning. They are rarely received from selective 
research and development or from co-operation partners. Once a new idea 
surfaces and FakeFish starts to develop a new game they arrange few 
brainstorming sessions where everyone can speak freely and the most potential 
ideas are gathered. The development of the best ideas is started and at the same 
time the market value and feasibility are examined. Competitor analysis is also 
made. Once the most potential idea has been chosen the functionality of 
innovations is tested in the game. FakeFish does not have any incentive programs 
for innovation.  
FakeFish is starting the testing of Northbound in the fall 2015 and then starting to 
gather feedback about the game. Based on these results they are able to make 
small fixes to the game before the actual publication. Once the game has been 
published they intend to gather customer feedback via application stores, from the 
communities on the internet, by utilizing social media and via direct email 
feedback. Because Northbound will be published episode by episode FakeFish 
will be able to take the feedback into consideration between the episodes. In this 
way they are able to make possible corrections and fixes in order to offer a 
gaming experience that will please the customers.  
At Dentsu generally the ideas for innovation are received from management, 
customer feedback, co-operation partners and selective research and development. 
The ideas are received often from employees and through environmental 
scanning. Once the idea for innovation has been received the innovation is 
developed on expert groups and after this the staff is trained and then the 
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production for customers is started. Dentsu does not have any incentive programs 
for innovation.  
All the companies that answered the questionnaire describe their innovation 
process and they all have the four steps that are described in the theoretical part. 
In the search step the companies receive the idea for innovation from different 
people within or from outside of the company. Then, in the selection step the 
companies test and discuss in the company or with experts whether or not the idea 
can be implemented. They select the idea that is developed further and in the 
implementation step the companies test the feasibility as well as studying and 
researching the innovation. It is then developed to meet customers’ needs and 
wants by the help of customer feedback. In the last step, capturing, the companies 
receive a lot of feedback and improve the innovation more. In the Table 2 this 
innovation process in all the researched companies is presented.  
5.3.5 R&D and Innovation 
Orion spent 100 000 000 € on innovation last year and their innovation activities 
are funded by public investors. The institutes that are funding their R&D activities 
are international investors and Finnish households. They have thousands of 
investors and owners altogether. Orion has its own R&D department with 301 to 
1000 employees and they are also doing joint R&D with other companies. 
Orion is outsourcing its innovation activities and acquiring technology or 
information from universities, consulting agencies, research institutes and contract 
research organizations which are companies that are specialized to drug 
development operations. Orion uses the external sources to help in almost all of 
their R&D tasks. Mostly they are using outsourcing to get sufficient human 
resources to carry out development related activities, but also technologies that 
they do not have in the house. The external sources may help with any clinical or 
non-clinical study related tasks that include e.g. data monitoring, clinical conduct 
of the study in the hospitals, data collection, statistical analyses and reporting. In 
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Capturing 
Orion 
•A lot of feedback from 
customers, collaboration 
partnes etc. which is taken 
into consideration by 
improving operations 
continuously 
FakeFish 
•Gathers feedback from 
customer feedback to 
develop the innovations 
further 
Dentsu 
•Gathers feedback and takes 
it into cosideration in 
developing the processes 
Implementing 
Orion 
•Studies and research 
•Tested, piloted and 
implemented  
•Marketing and launch 
FakeFish 
•Market value and feasibility 
are tested 
•Testing of the game before 
publication, gathering 
feedback and small fixes are 
made 
Dentsu 
•Training of staff, production 
for customers can be 
started 
Selection 
Orion 
•Idea and feasibility is 
evaluated by experts 
FakeFish 
•Brainstorming sessions,  
competitor analysis 
Dentsu 
•Developed in expert groups 
Search  
Orion 
•Receives an idea from 
customers, managers, 
employees, co-operation 
partners, selective R&D and 
environmental scanning 
FakeFish 
•Ideas from management 
and employees 
Dentsu 
•Ideas received from 
management, customer 
feedback, co-operation 
partners and selective R&D. 
Also from employees and 
environmental scanning 
addition they use external sources in non-clinical regulatory studies and 
formulation development, just to name a few. 
Table 2. Innovation Process 
 
 
 
41 
 
Orion is constantly protecting its intellectual property rights. Patent, licensing, 
design, trademark and other things related to products have been protected this 
year. Innovation in the company is encouraged by investing considerably in R&D 
each year. 
FakeFish did not spend any money on their innovation activities last year and 
their innovation activities are funded with their own capital. Their R&D activities 
are funded by Starttiraha, which is a personal money given by the ELY center for 
the founders of the company. Additionally the scriptwriters’ salaries are paid with 
the support received from the Kalevala Society Foundation. FakeFish does not 
have its own R&D department neither do they outsource any of their activities. 
FakeFish does joint R&D with other companies but has never protected its 
intellectual property rights.   
Dentsu is not able to say how much they spent on innovation last year. This 
company funds its innovation activities with its own capital which means that they 
do not have any other institutions that fund their innovation activities. Dentsu has 
its own R&D department which has fewer than 30 employees. They do not do any 
joint R&D with other companies. Dentsu is outsourcing its innovation activities. 
The institutions that it is using for acquiring technology are consulting agencies 
and research institutes. The external sources are used for data acquisition, research 
platforms and system consulting. Dentsu does not protect its intellectual property 
rights in any way. Patents, licensing, design and trademark have never been used 
for protecting its work.  
The size of the company can be seen in the R&D activities of the companies. 
Orion has its own R&D department with a lot of employees compared to Dentsu’s 
R&D department. FakeFish does not even have its own R&D department and 
develops its innovations in-house. They are getting public funding for their 
innovation activities similar to many other start-up companies in Finland. Orion 
has many investors and owners and, thus, is able to spend a great amount of 
money on R&D activities. Dentsu is funding its innovation activities with its own 
capital, which is also a characteristic of a small innovative company.  
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Orion and Dentsu are both outsourcing some of their innovation activities but 
Dentsu is focusing on acquiring more information and data than Orion. Orion 
acquires and outsources almost everything related to R&D activities. This is a 
characteristic of a bigger company because they can afford to have their own 
R&D department as well as acquire both technology and information from 
external sources.   
Also it can be seen that Orion is constantly protecting its intellectual rights 
whereas FakeFish and Dentsu do not see the need for that. First reason can be that 
Orion has more capital and therefore is able to finance patents, trademarks and so 
on. This is dependent on the size of the company. On the other hand, FakeFish 
might not have the need to protect its intellectual property rights on the early 
stages of its business. Additionally, the type of product can be dependent on 
whether the company needs to protect these rights or not. Orion is developing 
such products and radical innovations that it has the need to protect different 
formulas and other from the competitors. Dentsu is providing mostly services 
which means that they do not have the need for protecting intellectual property 
rights. A comparison of R&D activities and outsourcing in the companies is 
illustrated in Table 3.  
5.3.6 Characteristics of an Innovative Company 
Orion strongly agrees with the following statements; Internal information sharing 
and job rotation are important for innovation; External information sharing 
through seminars, conferences and workshops is important for innovation; Close 
relationship with suppliers is essential for delivering the best outcome possible; 
Having discussions with the end-user and taking the feedback into consideration 
gives added value for the company; Clear vision and strategy for innovation create 
a working environment that encourages innovation; Knowing employees’ 
strengths and having the right people in right positions makes innovation more 
effective; and Customer focus is one of the key things in our innovation strategy.  
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Table 3. R&D Activities and Acquisition 
 Orion FakeFish Dentsu 
R&D Department Yes No Yes 
Size of R&D 
Department 
301-1000 
employees 
- >30 Employees 
Funding of R&D 
Activities 
Own capital, 
investors, many 
owners 
Public support 
(Starttiraha) 
Own capital 
Outsourcing of 
R&D Activities 
Yes (almost all the 
R&D related 
activities) 
No Yes 
Acquisition Technology, 
machinery, 
information 
No Information 
IP Rights Patent, licensing, 
design, trademark 
No No 
 
FakeFish agrees with a statement “Clear vision and strategy for innovation create 
a working environment that encourages innovation” and strongly disagrees with 
the statement “Close relationships with suppliers are essential for delivering the 
best outcomes possible”. The company strongly agrees with the statements; 
Internal information sharing and job rotation are important for innovation; 
External information sharing through seminars, conferences and workshops is 
important for innovation; Having discussion with the end-user and taking the 
feedback into consideration gives added value for the company; Knowing 
employees’ strengths and having the right people in right positions makes 
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innovation more effective; and Customer focus is one of the key things in our 
innovation strategy. 
Dentsu neither agrees nor disagrees with a statement; Close relationship with 
suppliers is essential for delivering the best outcome possible. The company 
strongly agrees with the statements; Internal information sharing and job rotation 
are important for innovation; External information sharing through seminars, 
conferences and workshops is important for innovation; Having discussions with 
the end-user and taking the feedback into consideration gives added value for the 
company; Clear vision and strategy for innovation create a working environment 
that encourages innovation; Knowing employees’ strengths and having the right 
people in right positions makes innovation more effective; and Customer focus is 
one of the key things in our innovation strategy. 
All the companies agree or strongly agree with the statements related to the 
characteristics of an innovative company. Only statement that was strongly 
disagreed was “Close relationship with suppliers is essential for delivering the 
best outcome possible” by FakeFish. Also, Dentsu did neither agree nor disagree 
with this statement. This can be explained by the fact that FakeFish or Dentsu do 
not have any suppliers so these companies do not have any relationship with them, 
thus seeing this not that important factor. Nevertheless, it can be clearly seen that 
regardless of the type of product, service or industry, the companies fulfill 
characteristics of an innovative company. The companies’ answers for statements 
regarding characteristics of an innovative company are illustrated in Table 4. 
5.3.7 Collaboration, Networking, Information Sharing  
Orion has internal training for staff every week to encourage innovation. They 
have seminars and workshops for external people every month. Additionally, job 
rotation and conferences are organized yearly. Orion is collaborating with 
universities, research institutes, and experts from other types of industries, 
competitors, service providers, organizations, hospitals, clinics and other pharma 
companies. They have co-development with other pharma industries as well as  
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Table 4. Characteristics of an Innovative Company 
 Orion FakeFish Dentsu 
Internal information sharing and job rotation are 
important for innovation 
Strongly 
Agree 
Strongly 
Agree 
Strongly 
Agree 
External information sharing through seminars, 
conferences and workshops is important for 
innovation 
Strongly 
Agree 
Strongly 
Agree 
Strongly 
Agree 
Close relationship with suppliers is essential for 
delivering the best outcome possible 
Strongly 
Agree 
Strongly 
Disagree 
Neither Agree 
nor Agree 
Having discussions with the end-user and taking 
the feedback into consideration gives added value 
for the company 
Strongly 
Agree 
Strongly 
Agree 
Strongly 
Agree 
Clear vision and strategy for innovation create a 
working environment that encourages innovation 
Strongly 
Agree 
Agree Strongly 
Agree 
Knowing employees’ strengths and having the 
right people in right positions makes innovation 
more effective 
Strongly 
Agree 
Strongly 
Agree 
Strongly 
Agree 
Customer focus is one of the key things in our 
innovation strategy 
Strongly 
Agree 
Strongly 
Agree 
Strongly 
Agree 
 
drug discovery with other companies and universities. They also have purchasing 
services, managing, planning and evaluating drug development together with the 
collaborators. FakeFish has conferences every year but has never internal training 
for its staff or workshops for external people to encourage innovation. The 
company has seminars and job rotation more seldom than every two years. 
FakeFish is collaborating with Turku University of Applied Sciences as well as 
with various competitors. There is very little direct competition in the Finnish 
46 
 
gaming industry and, thus, Finnish gaming companies are helping one another. 
Most of the Finnish gaming companies are aiming at the international market, 
which means that the games are not directly competing in the same market. 
FakeFish has received great deal of valuable feedback and tips for game 
development and business from companies that have been in the industry for a 
longer period of time. They have increased their network in the Finnish gaming 
community and through these connections they feel that they can achieve 
something good for their company. FakeFish will co-operate with Turku 
University of Applied Sciences by carrying out customer projects offered for 
Turku UAS. Additionally, they have offered practical training posts for many 
Turku UAS’ students. 
Innovation is encouraged at Dentsu through international collaboration and 
information sharing. Dentsu has every month an internal training session for its 
staff. They hold seminars and conferences yearly and job rotation more seldom 
than every second years. They do not have workshops for external people at all. 
All the three companies that responded the survey are sharing information to their 
staff in different ways. Orion and Dentsu are having internal training sessions for 
their staff quite often whereas FakeFish is more focused on workshops and 
seminars. Orion and Dentsu have seminars, conferences and workshops as well in 
addition to job rotation that is done in every company. Through information 
sharing the companies ensure that their employees are competent and up-to-date 
constantly.  
Networking and collaboration are vital parts of every respondent company’s 
operations. Especially Orion and FakeFish focus on collaboration with different 
institutions, which gives them more ideas for innovation from different sources. 
The innovation is encouraged through these collaborations and partners. 
Interestingly FakeFish is collaborating with its competitors as well which is seen 
as an advantage in the company. This is explained by the type of industry they are 
in. All and all it can be seen that information sharing, collaboration and 
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networking are essential to each of the companies involved in the survey, which 
are also essential parts of an innovative company.  
5.3.8 Customer focus and Company Culture 
Orion collects ideas from everyone in the company using electronic tools. They 
are often rewarding good ideas and having different campaigns and contests to 
collect new ideas. Innovation is one of the values in the company and is also often 
discussed within the company. The respondent feels that the vision of the 
company is encouraging the employees to innovation. Their mission is to build 
well-being and in their vision it is mentioned that Orion is an innovative company.  
Orion has seminars, conferences and workshops every month. Also, they yearly 
receive feedback from co-operative partners and doing market research. Every 
three years a customer satisfaction survey is conducted. In Orion external 
feedback is discussed regularly within teams and there is a “lesson learned” 
mentality. The practices are changed if needed which means that they are 
encouraging continuous improvement in their company. They feel that external as 
well as internal feedback is extremely important in order to develop the ways of 
working. The company is continuously encouraging their employees and 
collaborators to give feedback.  
Innovation is encouraged by creating a relaxed and free atmosphere at FakeFish. 
The respondent feels that their company’s vision is encouraging their employees 
for innovation. They strongly believe that, Northbound, the game they are 
developing, has the potential to bring economic growth to their company, which 
again makes it possible to acquire external money into the company and develop 
new games in the future. FakeFish conducts a market research every week and 
every year they hold seminars, conferences and workshops. Also, feedback from 
co-operative partners and customer satisfaction surveys are collected every year. 
At Dentsu, the respondent feels that the vision of the company is encouraging its 
employees to innovate. Their vision is to be different and better than other service 
providers. Agile, pioneering, and ambitious are values of the company. Market 
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research at Dentsu is done every week and seminars, conferences and workshops 
are held monthly. Feedback from co-operative partners and customer satisfaction 
surveys are collected annually. Dentsu feels that feedback from the customers is 
extremely important and is taken into consideration with high importance. The 
company is has collaboration with experts from other types of industries and buys 
some services from other consulting and expert companies.  
It can be seen that all of the companies have a strong company culture that has a 
vision that encourages innovation. Strong customer focus in their operations can 
also be seen. They are taking their external as well as their internal customers’ 
feedback into consideration. Continuous improvement in their activities is one of 
the essential part of their innovation strategy. They are receiving feedback through 
market research and customer satisfaction surveys which give them information 
about products and processes that should be improved.  
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6 CONCLUSIONS 
6.1 Analysis 
Different aspects of innovation within the company are not only dependent on the 
size of the company but also on the type of industry and the products offered. Of 
course the focus of innovation, whether it’s a product innovation or process 
innovation, depends on the type of product or service offered in the company. In 
the companies that are offering, selling or producing products, the focus is on the 
product innovations. On the other hand, if the company offers mainly services, its 
focus is on process innovations.  
It can also be seen that in companies where they mainly offer products, they also 
have process innovations but these are mostly related to processes inside the 
company. This can improve the innovativeness but is not necessarily a process 
innovation itself. Also, companies are developing their processes and products 
continuously, which means that they have incremental innovations all the time. 
Radical innovations are rarer but can be seen time to time, especially in the 
pharmaceutical industry, which is developing new drugs and formulas constantly.  
Motivation for innovation and different aspects of innovation are more dependent 
on the type of industry and the products offered in the company. Although the 
companies saw most of the motivations for innovation as important as the other, 
some of the motivations were ranked as the most important whereas the other 
company saw this as the least important. “Improving quality of life” was seen as 
the most important motivation for innovation by Orion that offers pharmaceutical 
products. FakeFish and Dentsu saw this as the least important motivation for 
innovation because they are offering games and marketing consulting services, 
thus, not seeing improving anyone’s quality of life as that important motivation.  
On the other hand, also the size of the company can affect the motivation for 
innovation. In Dentsu and FakeFish “Gaining bigger market share” was seen as 
one of the most important motivations for innovation. These both companies are 
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small innovative companies and are still trying to become bigger. When compared 
to Orion, that saw this as one of the least important motivation for innovation, 
who already has a big market share in their type of industry and has its focus on 
other motivation reasons for innovation.   
In innovation and related activities the size of the company can clearly be seen. 
The amount of resources in the company has an effect on having a R&D 
department of their own, the size of it as well as acquisition of external 
technology and information. Bigger companies were able to have their own R&D 
department in addition to outsourcing their innovation activities. In comparison, 
the smaller companies could have their own R&D department but it was 
considerably smaller or it did not exist at all. Also, smaller companies outsourced 
their activities to some extent but it was more focused on acquisition of 
information rather than technology.  
Innovation process in the companies follows the steps identified in the theoretical 
part. The companies first start with the search for new innovation. The idea can 
come from outside or inside the company, and in some cases, the determinant was 
a discontinuous innovation, which forces the company to adapt in a new situation. 
Then the company selects and implements the innovation through studies and 
research. The feasibility is tested as well as the market value. All the companies 
are executing the capturing phase very well by receiving a lot of feedback from 
the customers and partners in order to improve the operations. It can be seen that 
the innovation process of a product takes more time than the process innovation.  
In all the companies the characteristics of an innovative company are extremely 
strong. Even though they are different sizes, from different industries and offering 
different products, they all have the same attributes and focus within the company. 
These companies are collaborating with several external institutions and people. 
They are also recognizing their employees’ core competences as well as keeping 
them up to date through information sharing and training. The companies are 
networking and sharing information with competitors, experts and other people in 
seminars, conferences and workshops. 
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The companies have also a strong company culture that encourages innovation 
and makes sure that their employees are aware of the vision and innovation 
strategy in the company. The customer focus is one of essential parts in their 
company. Feedback is extremely important for them and the operations are 
developed continuously. Customers’ needs and want are taken into consideration 
in everyday activities of the companies.  
6.2 Suggestions for the companies 
Although all the companies are collaborating with other companies and 
institutions it would be essential to do so even more. Also, to share ideas with 
external people from other industries would give new viewpoints for innovation. 
This would increase the amount of innovation in the companies.  
In addition, especially the smaller companies should have clearer innovation 
strategies. This way they would be able to allocate the resources where they are 
needed and innovation would be more efficient and effective. This would 
encourage more to innovation because then everyone would know what should be 
done. 
4P model is not used in the companies and it would be a good way to map the 
innovations. Thus, the companies would be able to develop such innovations that 
are not developed yet in their company, or in the market.  
6.3 Future Research 
One of the topics for future research would be to see how innovation is perceived 
from the employees’ point of view. By focusing on only employees the innovation 
within the company could be seen in more detail and from many aspects and 
opinions. This could provide a more thorough understanding of how innovation is 
really encouraged in companies.  
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